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Abstract 
This paper classifies the Chinese listed companies according to CSRC’ s industry classification standard, and conducts an empirical study on 
the capital structure’s effect on firm’s product market competitive performance based on the data of the listed companies in China A share 
market from 1996 to 2009. Empirical results reveal that capital structure has different impacts on firm’s product market competitive 
performance in different industries, also asset-liability ratio and long-term debt ratio may have different impacts on firm’s product market 
competitive performance to the same industry. This study has great enlightenment to firms in their capital decision making: firm’s capital 
decision making must base on the industrial characteristic and balance the component of different terms’ debt. 
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1. Introduction 
In finance, capital structure refers to the way a corporation finances its assets through some combination of equity and debt, 
and the capital structure decision-making is the core issue of corporate finance decisions. In recent years, the development of the 
western industrial economy theory suggests that the capital structure decision-making of the enterprise is a comprehensive 
selection based on the product market competition environment, the company strategy and capital market environmental factors, 
there is an inseparable connection between the enterprise capital structure and the product market competition. 
In 1986, Brander and Lewis’s work “Oligopoly and Financial Structure: the Limited Liability Effect” published in American 
Economic Review sets the research on the interaction between the enterprise capital structure and the product market competition.
Thereafter, capital structure-product market interaction receives considerable attention in the field of finance theory. A strand of 
the capital structure-product market interaction literature appears in the past decades, and a lot of them mainly concentrate in the 
study on the linear and the nonlinear correlation between the debt taking and performance. 
Two different views exist in the research results related to the linear correlation between capital structure and output market
competition, which are positively correlated and negative correlation. Many research argue that the firms behave more 
aggressively on output markets compared to a situation without debt issue due to the limited liability of debt, the far-sighted
enterprise can improve product market competition performance through design capital structure precisely, namely product 
market performance and capital structure is positively related that debt financing benefits the firm; see Brander and 
Lewis(1986)[1],Glazer(1994)[2], Lyandres(2006)[3].In contrast, other studies depict a dark side of debt financing by arguing that it 
brings the advantage of tax shield value or incentive effect, but also improves the possibility of the enterprise preyed by rivals,
because the company with low leverage can heighten their performance by adopting “predatory” behaviors in ways of expanding 
output and lowering price resulting in highly leveraged corporate performance deterioration even bankruptcy, so performance is 
negative correlated with the leverage level; see Gertner, Gibbons and Scharfstein (1988)[4], Poitevin (1989)[5].Kovenock and 
Phillips(1995) pointed out that the debt increase is equivalent to a commitment that don’t invest in the future, high-level debt
reduces investment in the product market, thereby deteriorating the enterprise product market performance[6].
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However, Campello (2006) examines the interactions between output markets and their financial choices, finding a nonlinear 
relationship trends to exist between them that debt can boost and hurt performance. Campello’s empirical research verifies the 
nonlinear relationship using data from 115 industries over 30 years in American, and points out that there is a “inverted U-type”
relation between leverage and sales performance that moderate debt taking is associated with relative-to-rival sales gains, high
indebtedness, however, leads to product market underperformance [7].
In recent years, some domestic savants also work on the relationship between the product market competition performance 
and the capital structure. Jiang Fuxiu and Liu Zhibiao (2005) investigate the linkages among the industrial characteristic, capital 
structure decision-making and product market performance by dividing the listed company in China stock market into growth 
industry、mature industry and declining industry three kinds according to the classification of growth rate. The results show that 
the financing-performance interactions vary with industrial characteristic [8]. Xu Laping (2009) finds a "U-type" nonlinear 
relationship between the relative sales revenue growth rate and asset ratio using the data of listed companies in China during 
2000 ~ 2006 as research samples [9].
The authors find that most present studies on the relation between product market performance and capital structure are macro 
general analysis based on the level of the whole industry or industrial categories (such as the manufacturing sector), while the
analysis specific to the different single industry is rare. We agree that the capital structure and products market competition
behavior of the enterprise are closely associated with the industry. And the study to the specific industry on this topic will be of 
certain directive significance in helping enterprises of different industries generate and implement their business strategy. 
Therefore, the paper conduct a empirical study to investigate an analyze the issue by constructing a two-stage systems GMM 
regression model based on the panel data of China’s listed companies from 1996 to 2009  according to CSRC’ s industry 
classification standard. 
2. Model and variables 
To investigate the link between product market performance and capital structure, we specify the following models: 
tititititititi hSalesgrowtSESizeLeveragehSalesgrowt ,1,1,1,11,,                                             (1) 
tititititititi hSalesgrowtSESizeLLeveragehSalesgrowt ,1,2,2,21,,                                                    (2) 
where the subscript i and t on behalf of the company and the end of year. Reference to Opler and Titman (1994)[10], Campello 
(2006)[7], Fresard(2010)[11], we use sales growth ( ) as an indirect measurement of firm’s change in products market 
share, which is computed by function 1,1,,( ti . To measure a firm’s sales expanding relative to that of its 
competitors or equivalently proxies for market shares growth, the dependent variable, ti
tihSalesgrowt ,
/)ti SalesSales tiSales
hSalesgrowt , , is sales growth minus its 
industry-year average. So the positive sign of ti represents a firm’s sales growth is higher than its industry-year 
average, and indicates that the firm’s market performance is worthy of recognition; conversely, the negative sign represents the
enterprise performance deterioration.  
hSalesgrowt ,
Asset-liability ratio ( ti ) and long-term debt ratio ( ti ) are used as proxies for capital structure. Here asset-
liability ratio ( ti ) is equal to total liabilities divided by total assets, and long-term debt ratio ( ) is long-term 
debt divided by total assets, both are expressed as a percentage. The independent variables, ti
Leverage ,
,
LLeverage ,
Leverage tiLLeverage ,
,Leverage and ti , are 
the differences between firm’s asset-liability ratio, long-term debt ratio and its respective industry-year average. Allow for the
time-lag effect, one-year lagged capital structure ( and
LLeverage ,
1, ti 1, Leverage  ti
Next, to consistently estimate the effect of capital structure on changes in firm’s share of industry sales, the control variables 
are designed to capture other direct sources of product market performance that may directly correlated with firm’s capital 
structure positions. First, it is likely that firm size ( ti ) strongly affect firm’s market share due to the economies of scale 
which defined as the natural logarithm of total assets. Then we introduce sales expenses ( ti ) which is defined as the sum of 
advertising expenditures and selling expenses, divided by total sales income. To the extent that a firm’s sales performance may
be influenced by its past sales efforts, so past market share growth ( 1, ti ) is included to capture other potential factors 
at the same time. All the control variables are processed by minus respective industry-year average. Finally, we account for time 
invariant firm heterogeneity and time trend by including firm fixed effects as well as time dummies(
LLeverage ) is adopted in the model.
Size ,
SE ,
hSalesgrowt
i and t ). We estimate the 
models by using two-stage systems GMM approach to tackle the dynamics and endogeneity issues.  
3. Data and descriptive statistics 
Authors gather annual firm-level data of the listed companies in China A share market from Tinysoft Analyse.NET database 
over the period 1996-2009 and use STATA 11 as the analysis tool. Then, we exclude firm-years when information on sales, total 
liabilities, long-term debt and total assets are not available. The observations with abnormal value and from financial industry are 
eliminated. According to "The Listed Companies Industry Classification Guidelines" issued by China Securities Regulatory 
Commission in Apirl 2001, we classify product markets (industries) into 91 categories at the level of two-digit code after the 
letter. Moreover, since the estimations use industry-mean-adjusted data, we restrict the sample to only industry-year with 
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minimum of 5 firms with available information on sales, total liabilities, long-term debt and total assets. Also the observations
from mixed business industry are eliminated cause of the character of cross-industry operating. This selection procedure leaves
us with sample of 32 two-digit industries and 1238 companies. Table 1 details the information of 32 two-digit industries, while
Table 2 reports the descriptive statistics of the variables used in the paper (before industry-mean-adjustments), control variables’ 
are omitted for saving the limited space. 
Table 1 Code and name of 32 industries 
Code Name Code Name 
C01 food processing industry C73 special equipment manufacturing industry 
C03 food manufacturing  C75 transportation equipment manufacturing industry 
C05 beverage manufacturing C76 electrical machinery and equipment manufacturing industry 
C11 textile industry C78
instrumentation and culture, office with mechanical 
manufacturing industry 
C13 clothing and other fiber products manufacturing C81 pharmaceutical manufacturing 
C41 petroleum processing and coking D01 power, steam and hot water production and supply of industry 
C43 chemical raw materials and chemical products manufacturing E01 civil engineering construction 
C47 chemical fiber manufacturing industry F07 water transport 
C49 plastic manufacturing F11 transportation auxiliary industry 
C51 electronic components manufacturing G81 communication and related equipment manufacturing industry 
C55 daily electronic appliance manufacturing G87 computer application services 
C61 non-metallic mineral products industry H11 retail industry 
C65 black metal smelting and rolling processing industry H21 commercial brokerages and agencies industry 
C67 non-ferrous metal smelting and rolling processing industry J01 real estate development and operation 
C69 metal product industry K01 public facilities services 
C71 general machinery manufacturing K34 tourism 
Note: the letters in code represent industrial categories, C for manufacturing, D for power, gas and water production and supply industry, E for construction 
industry, F for transportation, warehousing industry，G for information technology industry，H for wholesale and retail trade, J for real estate, K for 
social services. 
Table 2 shows that, in term of the average for 14 years from 1996-2009, the sales growth of real estate development and 
operation industry (J01) is the highest among 32 industries which get to 381.260%; then followed by transportation equipment 
manufacturing industry (C75), Transport Subsidiary Services (F11), communications and related equipment manufacturing 
(G81), special equipment manufacturing (C73), which are all with a more than 40% sales growth rate. Real estate booming is 
obvious, and it has become a pillar industry of national economy; as national policy support and continuous improvement of 
living standards, transportation equipment manufacturing industry, Transport Subsidiary Services, communications and related 
equipment manufacturing developed rapidly; special equipment manufacturing grows fast on account of the huge market demand, 
the specificity and certain technical barriers which covers the mining, metallurgy, construction, chemical, wood, food, drink, 
tobacco, printing, pharmacy, chemical production, electronic and electrical machinery, agriculture, forestry, animal husbandry,
fishery, almost all the fields of specialized equipment manufacturing. 
Turning to the independent variables, the capital structure is quite different among different industries. The industry average
asset-liability ratio varies from 26.368% to 59.963%, the highest is nearly 34% higher than the lowest. Commercial broker and 
agency with 59.963% asset-liability ratio is the highest industry among 32 industries. Other industries with relative high asset-
liability ratio are real estate development and operation industry (J01), retail (H11), transportation equipment manufacturing 
(C75), civil engineering construction (E01). Computer application services (G87) asset-liability ratio was 26.368%, the lowest in
all industries. Wholesale and retail trade will produce more current liabilities because of its special business mode, thus make it 
has relatively high asset-liability ratio; real estate and construction industry belong to the industry mainly operating on liabilities 
so they attain high debt levels; supported by the country industrial policy, transportation equipment manufacturing develops in
good condition and with a broad prospects, so people has good expectations on this industry, making firms in the industry easier
to and depend more on debt financing to meet their large fund demand. Computer application service is a high-added-value and 
knowledge intensive industry with less investment demand, so its debt level lower than others’. 
The industry with highest rate of long-term debt is real estate development and operation industry (J01) with 37.200% long-
term debt level, public facilities services follows close with 37.034% long-term debt rate. Generally speaking, the project cycle 
of real estate development and operation industry and public facilities services are relative long, so firms in the industries usually 
make more use of long-term debt financing to meet their large investment demand, long-term debt levels is higher, accounting 
for more than 70% of total liability. In addition to these two industries, most of the other industries’ long-term debt ratio is less 
than 10%, and the average of 32 industries is only 9.289 percent. 
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Table 2 Sample descriptive statistics 
tihSalesgrowt , tiLeverage , tiLLeverage ,
Industry Sample Size 
Mean Std. Mean Std. Mean Std.
C01 28 15.759 46.905 42.147 30.333 5.802 8.329 
C03 13 21.724 74.05 41.456 23.619 5.1 6.077 
C05 25 33.702 282.389 37.042 19.222 3.079 5.247 
C11 41 12.862 53.582 42.153 52.174 5.978 8.1 
C13 18 16.568 49.359 38.071 26.689 4.658 7.871 
C41 11 36.092 279.419 44.169 22.734 7.863 9.494 
C43 105 31.76 657.075 37.889 28.604 9.726 11.929 
C47 20 10.733 31.947 38.479 27.078 8.111 10.001 
C49 20 19.086 91.883 42.414 40.585 9.099 18.773 
C51 49 13.651 42.112 28.417 24.166 7.547 9.311 
C55 15 13.844 33.551 43.939 26.973 2.485 4.465 
C61 56 14.646 39.942 46.012 82.539 10.078 13.963 
C65 30 18.879 43.841 45.996 24.819 12.34 9.619 
C67 32 18.826 37.581 39.669 27.024 10.498 10.057 
C69 19 16.949 37.358 34.479 24.868 3.868 5.386 
C71 42 14.684 48.437 36.847 24.198 6.278 7.961 
C73 63 41.651 643.953 37.323 27.391 4.832 7.171 
C75 75 49.534 594.06 48.586 73.02 6.489 19.402 
C76 57 18.572 58.23 40.271 28.124 4.499 6.738 
C78 13 12.513 30.002 36.328 24.996 5.791 8.033 
C81 84 19.48 107.828 38.97 37.389 5.508 8.458 
D01 56 21.844 72.243 44.58 23.608 19.915 16.424 
E01 32 21.161 71.303 47.794 31.42 6.936 8.663 
F07 12 14.437 43.833 43.189 81.718 16.671 30.849 
F11 33 47.809 713.083 29.046 20.782 14.726 15.343 
G81 40 45.753 615.2 47.046 63.782 4.288 11.024 
G87 46 15.948 37.612 26.368 25.526 3.1 5.73 
H11 56 25.511 238.963 49.539 24.555 4.386 6.588 
H21 20 20.574 70.857 59.963 69.688 5.047 7.417 
J01 99 381.26 10969.38 50.569 48.492 37.2 27.873 
K01 12 19.692 55.554 44.894 37.235 37.034 27.014 
K34 16 17.153 48.866 34.201 22.769 8.329 8.727 
Total 1238 33.833 506.887 41.183 35.816 9.289 11.314 
Note: the descriptive statistics of control variables are omitted for saving the limited space. 
4. Empirical  results analysis 
The above analysis shows that the company's capital structure has some differences in different industry. For the strategic 
effect of capital structure can affect the company's product market competition, thus, the relationship between product market 
competition performance and capital structure may reveal some differences in different industries.  
Table 3 and table 4 provide estimates of model (1) and model (2), and to facilitate the analysis and the comparison, the 
empirical results of table 3 and table 4 are summarized in Table 5. The results show that the results of the over-identification test 
(Sargan test) of instrumental variables are non-significant on the whole, which means that the selection of instrumental variables
is appropriate. 
Empirical results as expected, the effect of capital structure on product market competition varies with industries.  
As shown in Table 3 (the second and fifth column in Table 5), Asset-liability ratio has a significant influence on product 
market competition performance in 27 industries of the 32 industries. In food manufacturing industry (C03), textiles (C11), 
petroleum processing and coking industry (C41) and other 11 industries, asset-liability ratio has a significant positive effect on 
products competitive performance, which indicates that increased debt levels will help to improve the company's products market
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competition performance in these industries. While in food processing industry (C01), beverage manufacturing (C05), chemical 
raw materials and chemical products manufacturing (C43) et al 13 industries the correlation between them is significant negative,
namely the higher debt levels, the worse the performance of enterprises in market competition. For clothing and other fiber 
products manufacturing (C13), instrumentation and culture, office with mechanical manufacturing industry (C78), power, steam 
and hot water production and supply of industry (D01), transport subsidiary services (F11) and communication and related 
equipment manufacturing industry (G81) 5 industries, there is no significant correlation between product market competition 
performance and asset-liability ratio, in other words, the corporate debt level doesn’t affect its competition performance 
significantly in these 5 industries.  
Combined with the empirical results of model (1) and the descriptive statistics of asset-liability ratio, it may be determined 
that the correlation between performance and debt level has less to do with the overall debt level of the industry, that is to say
that it would not show a particular relationship between asset-liability ratio and product market competition performance among
the industries with overall debt level in a range. This correlation should depend more on the industry-specific characteristics of 
the industry, including industry market competition strength, industry policy and so on. There seem to be no obvious rule to 
follow from the empirical results, but we can also find, in such as the electronics industry (electronic components manufacturing 
(C51), household electronic appliances manufacturing (C55)), equipment manufacturing industry (special equipment 
manufacturing Industry (C73), transportation equipment manufacturing (C75), electrical machinery and equipment 
manufacturing (C76)) and distribution industries (retail trade (H11), commercial brokers and agents (H21)), asset-liability ratio
has significant positive effects on product market competitive performance, and for the non-regulated chemical industries 
(chemical raw materials and chemical products manufacturing (C43), chemical fiber manufacturing (C47) and plastic 
manufacturing (C49)), metal smelting and metal products industry (black metal smelting and rolling processing industry (C65), 
non-ferrous metal smelting and rolling processing industry (C67), metal product industry (C69)), the overall debt level and 
competition performance between are negatively correlated. 
The results in Table 4 (the third and sixth column in Table 5) reveal that, in addition to some industries (seven industries in
the empirical results), there exists a significant linear relationship between the enterprise product market competition 
performance and long-term debt ratio, making that long-term liabilities also can affect market competition, which is inconsistent
with some of the research results (such as Glazer, 1994). Similarly, the effect of long-term debt ratio on product market 
competition varies with industries, for the clothing, textile industry (textile industry (C11), clothing and other fiber products
manufacturing (C13)) et al 13 industries, the sales growth is significantly positive correlated with the level of long-term liabilities, 
for metal smelting and metal products industry (black metal smelting and rolling processing industry (C65), non-ferrous metal 
smelting and rolling processing industry (C67), metal product industry (C69)) et al 12 industries is significantly negative, and for 
food manufacturing industry (C03), household electronic appliances manufacturing (C55) and other five industries is non-
significant correlated. 
Whereas there are so many industries are studied in this paper, it is hard to compare and analyze one by one. But one industry 
must be taken into account, that is power, steam and hot water production and supply of industry (D01)—the only one industry 
of 32 industries in which the sales growth is non-significant correlated with its capital structure (both Asset-liability ratio and 
long-term debt ratio). This is mainly because the industry is government regulated monopolies and the market demand is large 
and stable for they supply the people's daily needs, the market performance is mainly impacted by the national policies. 
Turning to the independent variables, the empirical results of model (1) and (2) show that in most industries the firm’s 
performance is significant positive correlated with the firm size, and significant correlated with sales expenses and past market
share growth, but the direction of the relationship differs in different industries.  
As can be seen from Table 5, for the same industry, the effects of asset-liability ratio and long-term debt ratio on market 
performance are not entirely consistent; in some industries they both affect the sales growth homodromous, while in other 
industries the effects of them are not the same. Thus the 32 industries are clarified into 8 categories based on the relationship 
between product market competition performance and asset-liability ratio and long-term debt ratio, and suggestions are given for
each category industry on making capital structure decision to improve the market performance, see Table 6. 
Table 3 GMM regression results of model (1)  
Code 1,  tiLeverage 1,  tihSalesgrowt tiSize , tiSE , Cons_ Sargan test 
C01
-0.989*** 
-277.14 
-0.549*** 
-51.21 
-17.680*** 
-6.63 
0.184*** 
51.9 
-1.361*** 
-4.45 
0.5902 
C03
1.990* 
1.68 
5.807 
0.47 
-412.758*** 
-2.78 
-0.035*** 
-4.36 
-6.701 
-0.84 
0.9981 
C05
-3.015*** 
-21.55 
2.466** 
2.42 
-558.055*** 
-27.15 
-0.020*** 
-13.01 
3.583*** 
4.64 
0.5822 
C11
0.280*** 
103.32 
2.920*** 
7.87 
44.778* 
1.69 
-0.081*** 
-19.56 
1.500** 
2.27 
0.3139 
C13
0.058 
0.64 
0.775 
0.58 
-38.866 
-1.46 
0.190*** 
8.24 
-1.166 
-0.74 
0.9442 
C41
2.907*** 
4.49 
22.179** 
2.18 
-3000*** 
-14.6 
-0.014* 
-1.67 
512.018 
0.65 
0.9994 
C43
-16.356*** 
-8.32 
64.392*** 
7.49 
-1700*** 
-5.53 
-0.020*** 
-13.16 
-78.53*** 
-3.25 
0.1119 
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C47
-0.262*** 
-2.85 
0.784 
0.84 
-37.655 
-0.7 
0.117*** 
13.3 
0.334 
0.39 
0.8418 
C49
-0.893*** 
-3.79 
7.035 
1.04 
-2900*** 
-14.44 
0.014*** 
8.5 
-1.036 
-0.28 
0.9592 
C51
0.222*** 
8.09 
1.344*** 
26.23 
-1900*** 
-84.99 
-0.031*** 
-22.9 
0.083 
0.04 
0.2419 
C55
0.225** 
1.97 
2.193 
1.16 
-534.905*** 
-5.39 
0.096** 
2.06 
-38.542* 
-1.83 
0.9997 
C61
0.126*** 
39.66 
1.082*** 
6.52 
-253.086*** 
-9.5 
-0.008 
-0.7 
-1.94 
-1.41 
0.8008 
C65
-1.342*** 
-29.58 
-2.623*** 
-46.28 
1068.65*** 
110.27 
0.017*** 
10.41 
-0.651 
-1.22 
0.3403 
C67
-0.433*** 
-11.1 
0.836*** 
11.18 
134.048** 
2.11 
0.146*** 
90.94 
-1.088*** 
-3.16 
0.4794 
C69
-0.867*** 
-47.87 
-0.243*** 
-2.87 
-288.727*** 
-4.72 
0.671*** 
27.85 
-0.485 
-0.25 
0.9675 
C71
-0.483*** 
-6.53 
-0.928* 
-1.76 
-1500*** 
-11.52 
-0.005 
-0.59 
4.670** 
2.17 
0.5443 
C73
5.672*** 
17.21 
10.186*** 
4.72 
-5400*** 
-20.78 
-0.047*** 
-47.03 
-10.435 
-0.69 
0.4513 
C75
0.841*** 
11.09 
1.490*** 
3.72 
-309.834*** 
-413.81 
0.232*** 
82.38 
-1.775 
-0.92 
0.0101 
C76
0.635*** 
6.93 
1.606*** 
9.25 
-264.303*** 
-6.13 
0.007** 
2.14 
0.511 
0.31 
0.2626 
C78
-0.175 
-0.93 
-1.729 
-0.52 
-87.114 
-0.42 
0.197 
1.34 
62.691 
0.47 
0.9911 
C81
0.083* 
1.91 
0.814*** 
2.78 
-115.807*** 
-6.26 
-0.019*** 
-4.91 
-2.257 
-1.52 
0.1203 
D01
-0.141 
-0.75 
3.890*** 
8.36 
-319.607*** 
-5.93 
-0.024*** 
-5.22 
-2.939** 
-2.32 
0.3001 
E01 
-1.336*** 
-74.95 
3.955*** 
352.6 
-3700*** 
-373.81 
0.082*** 
167.6 
3.279*** 
3.47 
0.2941 
F07
0.212*** 
27.43 
10.929** 
2.08 
-45.246 
-0.54 
0.427*** 
5.82 
-52.182 
-1.56 
1
F11
0.04 
1.48 
0.907* 
1.81 
124.224*** 
11.36 
-0.114*** 
-19.58 
-0.929*** 
-2.71 
0.6555
G81
-0.143*** 
-8.45 
-0.697 
-1.13 
-2600*** 
-79.56 
0.034*** 
53.23 
-25.54*** 
-2.71 
0.4356 
G87
-0.017 
-0.43 
0.770** 
2.1 
-327.808*** 
-56.08 
0.077*** 
12.92 
-2.537** 
-2.33 
0.3812 
H11
5.926*** 
11.69 
2.139*** 
3.09 
-34.695 
-0.75 
0.011*** 
11.4 
17.915*** 
3.09 
0.0597 
H21
0.349*** 
26.38 
2.316*** 
9.68 
-379.916*** 
-18.99 
-0.061*** 
-18.36 
-1.28 
-1.06 
0.5754 
J01
-5.030*** 
-5.4 
-7.041** 
-2 
-11000*** 
-600.34 
-0.004*** 
-20.96 
-257.4*** 
-5.25 
0.0025 
K01
2.052*** 
2.76 
-69.091*** 
-2.76 
-970.028*** 
-2.72 
-0.177*** 
-3 
183.048 
1.34 
0.999 
K34
-0.298*** 
-4.19 
2.371* 
1.78 
-322.769*** 
-13.25 
0.063*** 
5.88 
27.963 
0.91 
0.9863 
Note: ***, ** and * indicate statistical significant at 1%, 5% and 10% test level. 
Table 4 GMM regression results of model (2) 
Code 1,  tiLLeverage 1,  tihSalesgrowt tiSize , tiSE , Cons_ Sargan test 
C01
181.118*** 
81.65 
0.984*** 
31.65 
-13.357*** 
-3.88 
0.193*** 
133.43 
-0.58 
-1.31 
0.3832 
C03
120.13 
0.41 
-6.001 
-0.7 
-544.57*** 
-3.83 
-0.040** 
-2.57 
-10.185 
-0.92 
0.9964 
C05
-73.989** 
-2.34 
2.926*** 
4.13 
-424.57*** 
-57.52 
-0.054*** 
-301.84 
3.889*** 
4.56 
0.8037 
C11
117.834*** 
27.45 
2.473*** 
6.63 
249.818*** 
9.01 
-0.022*** 
-4.68 
0.311 
0.48 
0.2579 
C13
160.602*** 
10.59 
-6.768 
-1.08 
-62.129 
-1.48 
0.166*** 
5.51 
-4.352 
-1.24 
0.9762 
C41
-644.627 
-1.26 
133.597 
1.37 
-2400*** 
-6.58 
0.039 
1.2 
293.627 
1.29 
0.9988 
C43
-1000*** 
-3.93 
90.450*** 
12.72 
-818.01*** 
-3.44 
-0.017*** 
-19.87 
-13.766 
-1.1 
0.2653 
C47
73.099*** 
7.59 
1.439 
0.83 
-97.791** 
-2.04 
0.113*** 
11.13 
1.229 
1
0.856 
C49
-59.184*** 
-4.58 
5.436 
1.06 
-3400*** 
-9.89 
0.004 
1.38 
-4.129 
-0.67 
0.9576 
C51
370.655*** 
31.6 
0.670*** 
8.05 
-2000*** 
-40.2 
0.009*** 
17.55 
3.052* 
1.71 
0.5084 
C55
-243.203 
-1.06 
0.858 
0.29 
-318.035 
-1.61 
0.185*** 
3.65 
-22.542 
-1.25 
0.9924 
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C61
77. * 1. * -2
-0  
0.5544 
562**
15.89 
396**
10.45 
39.52*** 
-9.25 
0
.04
-1.024 
-0.83 
C65
-16 ** 7.333*
-84.37 
-81 * 
-1 * .216**
-12.19 
0.  
967 ** .192*
81.45 
545 ** 
-0 * -  
-0
1.  
-25 * 
-  -0
1  
1  1
0.
0  
0  
-
-  
.037**
-11.31 
0  
1 *.71**
-2.7 
-1 * 
0.451 
C67
.863**
-32.73 
-8 * 
921***
19.36 
0.
.630*
20.3 
-38 ** 
.160***
97.43 
0. * 
.09**
-3.43 
-
0.4789 
C69
1.211*
-2.34 
-32 * 
147*
1.75 
-0 * 
3.41*
-12.89 
-1600*  
624**
44.48 
0.002 
0
4.812** 
0.9729 
C71
.787*
-2.16 
-70.  
.999
-1.87 
7. * 
**
-13.22 
-5700*  
0.003 
0.36 
. * 
2.22 
-2 * 
0.4729 
C73
778
-1.21 
-32.  
295**
4.38 
0.
**
-36.28 
-3 * 
048**
-51.07 
0  
6.418
-1.9 
-7 * 
0.5965 
C75
193
-1.37 
-
325
0.71 
423* *
12.44**
-479.71 
-3 * 
.239***
128.07 
0  
.17**
-3.33 
-
0.0042 
C76
1.648 
-0.06 
7 *
*
6.57 
-  
07.82**
-9.02 
-  
.019***
4.43 
0.
1.096 
-0.65 
-  
0.6771 
C78
.281*
-2.82 
1  
2.942
-0.28 
0  
339.73
-1.27 
12 **
145
0.84 
. * 
27.356
-0.49 
-
0.9891
C81
2.989
0.89 
-
.609**
2.12 
4.315* * 
0.78*
-6.97 
-35 ** 
018**
-4.64 
-0 * 
2.544*
-1.77 
-3 * 
0.3466 
D01
3.779
-0.19 
3 *
*
8.78 
6.368* * 
7.79*
-6.15 
-3 * 
.024**
-5.24 
0. * 
.256*
-2.5 
3.0
0.3307 
E01 
.807*
2.07 
30. ** 
*
249.65 
600**
-283.59 
079**
118.72 
0  
20*** 
3.46
-5  
0.3182 
F07
669*
15.06 
-33
7.686* 
1.94 
.081* *
-302.24 
-1.38 
62 ** 
.463***
9.44 
-0. * 
1.444
-1.53 
-  
1
F11
.129*** 
-7.93 
-569 ** 
*
5.03 
-2. ** 
.135*
9.42 
-26 * 
096**
-19.28 
0  
0.753*
-1.95 
-
4317
G81
.392*
-7.1 
141. ** 
423*
-5.34 
2. * 
00**
-127.02 
-3 * 
.035***
80.98 
0. * 
9.978 
-1.43 
0.2075 
G87
179*
8.75 
130 ** 
995**
8.14 
0.
27.17**
-47.35 
-6 * 
086**
25.8 
0.026* * 
0.754 
1.12 
0
0.56 
H11
.053*
4.28 
-118
059
0.4 
.390**
1.050**
-3.02 
-33 ** 
*
40.11 
-0 * 
.236 
0.21 
-2  
.0119
H21
.374*** 
-6.28 
276 **
2.18
1.
7.95*
-13.71 
-1 * 
.046**
-10.19 
-0 * 
.927*
-1.73 
-247**
0.558 
J01
1.630*
6.21 
87 * 
233
0.26 
2 *
1000**
-662.55 
-
.003**
-12.4 
-0 * 
*
-4.87 
0.002 
K01
.995
1.75 
59 * 
3.499
-1.76 
3. * 
252.396 
-1.15 
25 **
.168**
-3.06 
0. * 
3.654 
0.04 
3  
0.9982 
K34
.162
1.75 
475**
4.23 
8.88*
-13.65 
065**
4.25 
2.582
1.09 
0.9845 
Note: ***, ** and * indicate statistical significant a nd 10% test 
Table
Industry name 
Model Model
Industry name  
Model Model
t 1  a%, 5% level. 
 5 summary of the results of model (1) and (2) 
(1) (2) (1) (2) 
C01 food proces C73 special equip ring industry sing industry – + ment manufactu +
C03 food manufacturing +
C75 transportation equipment manufacturing 
industry 
C76 electrical machinery and equipment 
+
C05 beverage manufacturing
 other fiber products 
ocessing and coking 
oduction and 
chemical 
uction
xiliary industry 
manufacturing 
ment 
g
ing brokerages and agencies 
state development and operation 
facturing 
– –
manufacturing industry 
C78 instrumentation and culture, office with 
+
C11 textile industry + +
mechanical manufacturing industry 
C81 pharmaceutical manufacturing 
–
C13 clothing and
manufacturing 
C41 petroleum pr
+ +
+ –
D01 power, steam and hot water pr
supply of industry 
E01 civil engineering constr
C43 chemical raw materials and 
products manufacturing 
C47 chemical fiber manufacturing industry 
– – – +
– + F07 water transport + +
C49 plastic manufacturing – – F11 transportation au –
C51 electronic components + +
G81 communication and related equip
manufacturing industry 
G87 computer application services 
– –
C55daily electronic appliance manufacturin + +
C61 non-metallic mineral products industry + + H11 retail industry + +
C65 black metal smelting and rolling process
industry 
C67 non-ferrous metal smelting and rolling 
– –
H21 commercial 
industry 
J01 real e
+ –
processing industry 
C69 metal product industry 
– – – +
– – K01 public facilities services + +
C71 general machinery manu – – K34 tourism – +
Note: “+” indicates significant positive correlated, “–” indicates significant negative correlated, blank indicates non-significant correlated. 
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Table 6
category sample industries contained capital structure decision suggestions 
 suggestions on capital structure decision
CategoryOne 
C11 textile industry、
(+ , +) 
C51 electronic components manufacturing、C61 
non-metallic mineral products industry、F07 water transport、H11 retail 
industry、K01 public f
make full use of debt financing, and actively 
for long-term
acilities services 
 liabilities 
CategoryTwo active use of debt financing, but restrict the 
ctronic appliance manufacturing、
ebt levels, strive 
CategoryFive
(–,–) 
CategorySix
(  , +) 
according to 
its circumstance and priority of the financing 
way of long-term debt 
CategorySeven d culture, office with mechanical manufacturing 
make capital structure decision according to 
CategoryEight 
(+ ,–) 
C41 petroleum processing and coking、H21 commercial brokerages and 
agencies industry 
C03 food manufacturing、C55 daily ele
use of long-term debt 
CategoryThree 
(+ ,  ) 
C73 special equipment manufacturing industry 、 C75 transportation 
equipment manufacturing industry 、 C76 electrical machinery and 
equipment manufacturing industry、C81 pharmaceutical manufacturing 
C01 food processing industry 、 C47 chemical fiber manufacturing 
industry、E01 civil engineering construction、J01 real estate development 
and operation、K34 tourism 
active use of debt financing
CategoryFour 
(–, +) 
strictly control the overall d
for more long-term liabilities 
C05 beverage manufacturing、C43 chemical raw materials and chemical 
products manufacturing、C49 plastic manufacturing、C65 black metal 
smelting and rolling processing industry、C67 non-ferrous metal smelting 
and rolling processing industry、C69 metal product industry、C71 general 
machinery manufacturing、G81 communication and related equipment 
manufacturing industry 
C13 clothing and other fiber products manufacturing、G87 computer 
application services 
C78 instrumentation an
reduce the use of debt financing 
make capital structure decision 
(  ,–) industry、F11 transportation auxiliary industry its circumstance, reduce the use of debt financing
capital structure decis
(  ,  ) 
D01 power, steam and hot water production and supply of industry 
ions according to its 
needs, no requirement for the proportion of 
long- and short-term debt  
Note: the sy bol before and after the mn of the table repre s
co del (1) and -” indicates
sig tio
5. C
The research on the relationship between product market competitive performance and capital structure in different industries 
ificance to corporate capital structure decision making. This paper studies empirically the 
relationship between product market competitive performance and capital structure in 32 industries according to "The Listed 
Co
 impact of asset-liability ratio and long-term debt ratio on the firm’s market performance are 
not
m comma in the parentheses in the first colu sent the sign of a significant independent variable
 a significant negative correlation, blank says non-efficients in mo
nifi rrela
model (2), “+” indicates a significant positive correlation, “
n.cant co
onclusion and enlightenment 
has a very important practical sign
mpanies Industry Classification Guidelines", based on the data of the listed companies in China A share market over the 
period 1996-2009. The analysis reveals that: (1) in most of industries, capital structure has significant effect on enterprise product 
market competitive performance, but the effect differs in different industries; in some industries the relationship between capital 
structure and product market competitive performance is a significant positive correlation (CategoryOne in Table 6, such as 
textiles industry, electronic components manufacturing, non-metallic mineral products industry, etc.), and is manifested in certain 
industries a negative correlation (CategoryFive in Table 6, such as beverage manufacturing, chemical raw materials and chemical
products manufacturing, plastics manufacturing, etc.), the direction of the impact of asset-liability ratio and long-term debt ratio
on the product market competitive performance in some industries is inconsistent (CategoryTwo, CategoryThree, CategoryFour, 
CategorySix, CategorySeven in Table 6, such as petroleum processing and coking industry, food manufacturing, food processing, 
etc.), while in electricity, steam, hot water production and supply industry (CategoryEight in Table 6) capital structure does not 
affect its market performance significantly.(2) long-term liabilities have significant influence on enterprise product market 
competitive performance in most industries of China, inconsistent with some of the research results (such as Glazer, 1994), and
the direction of the influence varies with industries. (3) for some industries, the direction of the impact of asset-liability ratio and 
long-term debt ratio on the product market competitive performance is inconsistent, and must be considered in the enterprises 
capital structure decision-making. 
Our work further enriches the study on the interaction between the enterprise capital structure and the product market 
competition. Results show that capital structure has different influence on product market competitive performance in different
industries, and the directions of the
 exactly the same, so on the one hand the firm's capital structure decision-making should take account of its own industrial
characteristics, on the other hand should pay attention to the utilization of long-and short-term debt. The paper only study the
linear correction between the enterprise market performance and capital structure, the existence of non-linear relationship 
between them is not explored and no normative analysis, in particular, no theoretical analysis for industrial differences of the
effect of capital structure on market performance, we look forward to additional research on these and related questions. 
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